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Kuwait: Key Economic Indicators 
(All Values in Millions of U.S. Dollars Unless Otherwise Indicated) 


Income and Production 1985 1986 1987 
GDP at Current Prices 19,673 7 700 18,650E 
Per Capita GDP 11,490 9,606 9,960E 
Crude Oil Production (million bpd) * 1.06 1.4E 1.4E 
Refinery Throughput (million bbl) 206.7 208E 208E 
Electric Power (million kwh) 15,416 16,936 19,300E 
Desalinated Water (million imp gal) 36,904 38,467 40,500E 
Population (thousands) i, van &, F951 1,872 
Money and Prices 
Money Supply (M1) 2,970 Spare 3,496 
Quasi Money (M2-M1) 11,815 12,529 13,623 
Wholesale Price Index (1980=100) 106.9 107.6 110.8E 
Consumer Frice Index (1978=100) 142.4 143.8 144.7 
Exchange Rate: 1 Kuwaiti Dinar $3.32 $3.44 $3.59 
Balance of Payments and Trade 
Exports and Re-exports 10,476 Tg2s5 8,355 
of which, Oil 9,465 6,378 7,520 
Imports (CIF) 5,932 5,893 5, 293 
Trade Surplus 4,544 1,342 3,062 
Current Account Surplus 4,804 6,161 4,400E 
U.S. Exports to Kuwait 550.6 656.6 504.5 
U.S. Imports from Kuwait 198.1 307.1 568.6 
U.S. Trade Balance with Kuwait 352.5 349.5 -64.0 


Principal U.S. Exports: Aircraft; autos, parts and equipment, 
trucks, trailers and buses; A/C and refrigeration equipment; 
construction machinery and equipment; consumer gocds. 


Public Finance 85/86 86/87 87/88 
(FY runs July-June) (Actual) (Actual) (Budget) 
Oil Revenues 7,028 5,208 6,231 
Other Receipts 972 867 913 
Book Revenues 8,000 6,075 7,144 
Current & Development Expenditures 10,597 10,039 11,400 
Current Expenditures 8,126 n/a 8,692 
Development Projects & Land Purchase 2,471 n/a 2,708 
Capital Budget 902 608 714 
Fund for Future Generations 800 608 714 
Kuwait Fund 102 -0- -0- 
Total Outlays 11,499 10,646 12,114 
Book Deficit 3,499 4,570 4,970 
Investment Income 8,505 n/a n/a 


E - Embassy estimates 

* - Includes Kuwait share of Neutral Zone production 

Sources: Central Bank of Kuwait: Quarterly Statistical Bulletin 
Ministry of Planning: Monthly Digest of Statistics 
Official Gazette 
U.S. trade statistics: U.S. Department of Commerce 








SUMMARY 


The Kuwaiti economy grew an estimated 4 percent in 1987. With a 
recovery in oil prices from 1986 levels and expansionary fiscal 
and monetary policies, the economy probably will continue to 
grow at a moderate rate. Developments in international oil and 
financial markets strongly influence the economy, and the 
military situation in the northern Gulf has closed off most of 
its reexport trade to Iraq and Iran. Nevertheless, the Kuwaiti 
Government has managed to control its budget outlays during the 
economic retrenchment era that began in the early 1980s. It has 
also introduced government debt securities to finance the excess 
of ordinary budget spending over book revenues, an innovative 
financing method for the area which will allow it to manage 
domestic economic policy more efficiently. Monetary policy has 
been expansionary through 1987 and into early 1988, as the 
authorities hope to encourage local investors to pick up the 
pace of economic activity. Private-sector borrowing has 
increased, although investment opportunities outside the oil 
sector have not held much attraction for the investing public. 


The banking sector in Kuwait appears to have recovered from the 
bad-debt situation that affected some banks after the domestic 
financial problems of the early 1980s. A Central Bank 
debt-rescheduling program took care of most of the problem 
loans. Domestic investment, other than in oil-industry 
expansion, has slowed in recent years with the contraction of 
the overall market. Prices remain stable, with the inflation 
rate barely positive. The foreign trade account has improved and 


the balance-of-payments current account has stayed well in the 
black. 


Kuwait’s proven oil reserves of more than 90 billion barrels 
constitute the third-largest pool of oil in the world. OPEC has 
assigned Kuwait a production quota of 996,000 barrels per day 
(b/d), and Kuwait’s crude production now hovers around 1 million 
b/d. As well as exporting crude oil, the government-owned 
Kuwait Petroleum Corporation (KPC) exports significant 
quantities of refined product from its three domestic 
refineries. In mid-1987 KPC reregistered 11 of its 21 tankers 
in the United States; these ships now receive protection from 
the U.S. Navy during their transits through the Gulf. 


Moderate economic growth, combined with the decline in value of 
the dollar, should enhance the U.S. export position. Government 
spending is the major engine of domestic business activity; 
future spending will focus on social welfare projects with high 
local content. U.S. firms do well in areas where U.S. products 
and services have a technological edge and where U.S. expertise 
and brand names are respected. Kuwaiti adherence to the Arab 
League boycott of Israel may prevent some U.S. firms from doing 
business in Kuwait. To penetrate the Kuwaiti market, a local 
agent or representative is usually required under Kuwaiti law. 
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PART A: CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: The Kuwaiti economy as measured by gross 
domestic product grew an estimated 4 percent in 1987. The 
Kuwaiti authorities over the years have adopted macroeconomic 
policies designed to obtain the maximum benefit from the 
country’s considerable resources of oil and the mercantile 
skills of its commercial and banking establishment. With few 
restrictions on trade or financial flows, the country has 
specialized in the export of goods and services whose production 
requires the use of these resources and skills, while 
generalizing in imports. The ups and downs of world oil prices 
and the effects of financial developments in the industrialized 
world over the past 15 years have therefore had major effects on 
the economy, as has the nearby Iran-Iraq war. Economic 
stabilization efforts have been further complicated by the need 
to deal with the aftermath of the Kuwaiti banking crisis of the 
early 1980s. With the latter crisis largely resolved, the 
Kuwaiti Government hopes to arrest the economic decline that saw 
the GDP decrease by 16 percent in 1986 after a 7.8 percent fall 
in 1985. The government followed expansionary monetary and 
fiscal policies in the second half of 1987, and steady oil 
prices through early 1988 have led to hopes that modest economic 
growth will continue. 


The economy still has a long way to go before it returns to the 
GDP levels of the late 1970s and early 1980s, when GDP per 
capita, for example, was twice the current level. Government 
budget outlays have historically formed the main engine of 
growth for the non-oil sectors, and the restraint forced on the 
budget by the falloff in oil revenues in the early 1980s led to 
a relative stagnation in those sectors. At the same time, the 
reexport trade into southern Irag and across the Gulf to Iran 
has largely dried up because of the war which:has raged fcr most 
of the decade. Had the war caused a significant disruption in 
Kuwaiti petroleum exports because of major interference with the 
shipping lanes in the Persian Gulf, the strains on the Kuwaiti 
economy would have been further exacerbated. Due in part to the 
maritime protection regime in the Gulf, the Kuwaitis were able 
to continue exporting most of their goods unmolested. The 
authorities are hopeful that the rebound to positive economic 
growth in 1987 will set the stage for steady growth rates in the 
medium term. 


Fiscal Policy: After several years of steady to falling levels 
of government outlays, the Finance Ministry expects to increase 
the level of government expenditures over 10 percent in the 
fiscal year which began in July 1987. This projected increase, 
which would bring development spending a little above levels of 
recent years and pump up current expenditures, may not be 
realized if the Kuwaiti authorities again underspend budget 
projections, as has often been their practice. The aspect of 
budget spending with the greatest multiplier affecting domestic 
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economic activity is the construction sector. With the 
completion of a number of major projects, this stimulative 
factor has had less effect in recent years. The expectation of 
more spending on housing and other construction projects has led 
to some optimism in the building sector, although the overall 


level of activity remains depressed in contrast with earlier 
years. 


The authorities have continued to set aside funds to build up 
the assets of the Reserve Fund for Future Generations (RFFG). 
In the budget outline on page 2, RFFG funding is listed 
separately from the ordinary budget, and it is in fact treated 
as an annual commitment outside other fiscal policy 
considerations. The RFFG, a nest egg that is not to be touched 
until the year 2001, receives annual new funding from the budget 
of 10 percent of total ordinary revenues. Although there were 
suggestions in recent years that the extended recession was 
cause enough at least to stop the buildup of the RFFG, the 
injection of funds has continued. 


On the income side, the authorities collect over 85 percent of 
their revenues from oil and gas sales by the state-owned Kuwait 
Petroleum Corporation. Although actual revenues have sometimes 
fallen short of projected levels, particularly in the early 
1980s and in FY 1985-86 when oil prices plummeted, the current 
year’s forecasts are based on conservative projections which may 
have underestimated revenues. Kuwait has no personal income 
tax, and much of the country’s remaining income derives from 
modest tariffs on imports and fees and charges for government 
services. The Kuwaiti Government also earns income on its 
investments, but does not include the income in its ordinary 
budget. Considering the usual estimates of its domestic and 
foreign asset holdings, it is likely that the investment income 
more than covers the projected book deficit of $4.97 billion. 


The authorities have nevertheless decided to issue treasury 
bonds and bills to finance the shortfall in the ordinary budget, 
which would otherwise require an infusion of funds from other 
reserves held by the state as the State General Reserve. This 
issue of government debt instruments, the first of its kind in 
the Gulf region, began with an issue of 91-day treasury bills in 
November 1987. Subsequently, the Central Bank issued a series 
of treasury bonds (maturities of 1 to 10 years) and other 
treasury bills, with a total public debt ceiling of about $5 
billion. Observers note that the precedent of successfully 
floating government debt securities allows the authorities to 
budget with more confidence in that their spending targets will 
not be abruptly lowered should there be a major variance in oil 
income during a particular fiscal year. Also, the previous 
practice of financing the book deficit by drawing down General 
Reserve monies would eventually have led to some question of the 
liquidity of the assets in those reserves. 
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Finally, Kuwaiti banking and financial authorities have welcomed 
the existence of government debt securities as a basis for a 
secondary market in debt paper which will expand the number of 
tools available for stabilization policy. 


Mcnetary Policy: The Central Bank of Kuwait pursued an 
expansionary monetary policy in 1987, and appeared to be 
maintaining the policy in early 1988. In the first months of 
1987, the authorities lowered the ceiling on short-term interest 
rates while liberalizing long-term rates. The banking 
authorities also took other steps to increase the money supply 
and hold interest rates down. The result was an increase in 
borrowing by the private sector, with growth in commercial bank 
credit to the private sector of 6.8 percent in 1987 compared to 
2.1 percent growth in such credit in 1986. It is not clear 
whether this expansionary monetary policy will be as effective 
as fiscal policy in getting the Kuwaiti economy moving again. 
The interest rates prevailing in the Kuwaiti financial markets 
were lower than dollar interest rates for much of 1987, and the 
incentive to take advantage of the interest-rate differential 
apparently caused large outflows of funds into western financial 
markets at various times during the year. The intent of a low 
interest-rate policy is, of course, to boost investment spending 
in the domestic economy. The relaxed monetary policy also made 
it less likely that the entry into the market of the newly 
issued government debt securities would have a "crowding out" 
effect. 


The low interest rates in the Kuwaiti financial markets again 
led foreign official borrowers to market bonds denominated in 
Kuwaiti dinars. Both the Government of Finland and the World 
Bank tapped the Kuwaiti market in 1987, for a total of KD50 
million ($179 million) in financing. Kuwait has a. sophisticated 
banking and financial establishment, and would like to become 
the center of financial marketing activities in the Gulf 
Cooperation Council. 


The Difficult Settlements Program: Kuwait’s banking sector has 
been plagued by a host of bad debts left from the domestic 
financial problems of the early 1980s. The so-called Difficult 
Credit Facilities Settlement Program adopted in mid-1986 was 
successfully implemented in 1987, replacing the piecemeal 
approach of previous years. 


The program essentially calls for a rescheduling of outstanding 
debts over a 10- to 15-year period, with the commercial banks, 
the Central Bank, and the debtor all making some sacrifices. By 
the end of 1987, over 90 percent of the cases eligible for the 
program had come under its provisions. Kuwaiti banking 
officials hope that with the adoption of this plan, the domestic 
debt problem facing the commercial banking system will no longer 
sidetrack the community from normal banking activities. 
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The Exchange Rate and Foreign Exchange Reserves: The Kuwaiti 
dinar is officially fixed against a basket of currencies that 


figure prominently in Kuwait’s foreign trade and payments 
accounts. The weights of the various currencies in the basket 
are not published. With the fall of the dollar in recent years, 
therefore, the dinar has tended to decline against most foreign 
currencies while appreciating against the U.S. dollar. This 
decline in the dollar in terms of the dinar and the appreciation 
of the currencies of our major competitors in the Kuwaiti market 
has obvious implications for the potential expansion of the U.S. 
market share in Kuwait. Kuwait’s official foreign exchange 
reserves, i.e., those held by the Central Bank and defined as 
reserves according to IMF practice, declined by over $1.3 
billion in 1987, according to figures published by the IMF, to 
reach $4.14 billion. This figure may be misleading, since the 
Kuwaiti Government itself owns reserves with a value estimated 
by many observers at over $80 billion. The main influence on 
foreign exchange movements other than the Kuwaiti Government’s 
own holdings appears to be the differential in interest rates 
referred to above. With a relaxed monetary policy in the local 
market, the rate of return in foreign financial markets becomes 
attractive, and the exchange-rate policy lessens the risk for 
the short-term investor. Thus, the second and fourth quarter of 
1987 saw substantial outflows of capital. Most observers agree 
that these outflows are an example of profit-seeking behavior by 
private investors rather than capital flight due to developments 
affecting Kuwaiti security in the Iran-Iraq war. 


Investment: Local investment has been flat or declining since 
1982-83. The lengthy war to the north has put a damper on 
prospects of reviving the entrepot trade, so inventories have 
been worked down. Kuwaiti contracting firms have seen markets 
throughout the Gulf area shrink with the fall in the region’s 
oil income, so capital-equipment spending has declined. Kuwait 
has few industries, and outside of the oil industry it has not 
developed the trained domestic labor force capable of supporting 
a diversified industrial economy, so there is little expectation 
of a substantial increase in local capital spending in the near 
term. There has been a recent upturn in the local real estate 
market, with prices advancing steadily. 


On the other hand, the Kuwaiti Government and the private sector 
have been very active as foreign investors. With substantial 
balance-of-payments current-account surpluses accumulating 
despite the oil-income decline, the Kuwaitis have sought to 
maximize returns by investing abroad in portfolio, real estate, 
and other direct investments, mostly in Western markets. As 
noted above, the Kuwaiti Government has been setting aside 10 
percent of its ordinary revenue annually since 1976 in the 
Reserve Fund for Future Generations, a fund to be managed in 
trust for the generations of the 21st century. The RFFG and the 
State Reserve Fund are managed by the Kuwait Investment 
Authority (KIA). KIA, established in 1982, has become an 








- 8 - 


active participant in world markets. From the early days of the 
state, the Kuwaiti Government has followed a conservative policy 
of putting its surpluses to work in world financial markets, 
often through the Kuwait Investment Office (KIO) in London. The 
activities of the KIO, which is part of the larger KIA 
organization, gained some prominence in 1987 when KIO purchased 
over 20 percent of the equity of British Petroleum. It was also 
put in the spotlight as a result of its purchase and merger 
activities in the Spanish market. The value of the assets held 
by the Kuwaiti Government is not published, but knowledgeable 
local observers have estimated the acquisition value of the 
assets at $80 billion. It should be noted that since a number 
of these assets were purchased quite a long time ago, their 
current value is higher. However, some of the foreign loans on 
Kuwait’s books are probably of questionable value, as is the 
case with the foreign-loan portfolios of many Western banks and 
governments. Estimates of the value of the private sector’s 
asset portfolio vary widely, but some observers put the figure 
at up to half of the value of the government’s holdings. 
Whatever the number, it is clear that in spite of economic 
reverses in recent years and a moderate level of economic 
activity, Kuwait remains a very wealthy country. 


Inflation: The inflation rate in Kuwait has remained low, with 
the consumer price index again showing a barely noticable gain 
in 1987. Domestic demand weakness, along with a foreign 
exchange rate policy which tends to prevent importing inflation, 
have allowed Kuwaiti residents to experience price stability 
since the early 1980s. The Kuwaiti Government has a policy of 
providing a number of goods and services to the public for free 
or at reduced prices through budget support, which contributes 
to price stability. 


Population and the Labor Force: The Kuwaiti population was 
estimated by the Central Statistical Office at 1.872 million as 
of mid-1987. Of this number, only an estimated 739,000 are 
Kuwaiti citizens, the remaining 1.133 million living in Kuwait 
because cf employment opportunities. Unofficial estimates put 
foreign workers at over 80 percent of the labor force. 


A major goal of the current 5-year plan is to raise the relative 
size of the Kuwaiti portion of the work force and the 
population. There is no unemployment, other than frictional 
unemployment, in Kuwait, since Kuwaiti citizens readily find 
positions with the private sector or the government, while 


expatriates must be employed to maintain their residence in 
Kuwait. 








| 
| 
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Foreign Trade: The dollar value of Kuwait’s exports grew 15.5 
percent in 1987, boosted by a 17.9-percent increase in the value 
of oil-sector exports. This increase represents a sharp rebound 
from the collapse in export earnings of the Kuwaiti economy in 
1986, when export sales fell to two-thirds the 1985 value. The 
value of non-oil exports continued to shrink, but they account 
for only 10 percent of merchandise exports. Demand for 
merchandise imports again declined, continuing a trend began in 
1982. The 13.9 percent drop in 1987 left the U.S. market share 
relatively unchanged, while imports from other major suppliers 
apparently declined in favor of newer entrants to the markets. 
The decline in imports reflects the slowdown in the non-oil 
sectors of the Kuwaiti economy. With prospects brightening for 
the sector, according to many local analysts, the decline may 
have leveled off. Of course, with the reopening of the reexport 
trade to the current combatants in the Iran-Iraq war when 
hostilities cease, there will be a growth in imports for 
reexport as Kuwait reestablishes its historic role as merchant 
trader to the upper Gulf. The improvement in the trade balance 
due to the expansion of exports and the decline in imports 
amounted to over $1.5 billion. 


Balance of Payments: The Kuwaiti balance-of-payments current 
account remained in surplus in 1987. As noted above, the 
merchandise trade balance increased. The service-account 
surplus declined somewhat, according to early estimates, 
returning the current-account surplus to 1985 levels. Service 
revenues include the earnings on Kuwaiti loans abroad, and there 
was less need to rely on these funds for budgetary purposes with 
the introduction of government securities. Most observers 
expect the current account to remain in surplus. As noted 
above, there was a substantial drawdown of reserves held by the 
Central Bank during 1987, due most probably to interest-rate 
differentials between the local financial markets and Western 
markets. 


Kuwait continues to be an aid donor, and its Kuwait Fund for 
Arab Economic and Social Development, founded in 1962, has been 
a development finance agency for both Arab and non-Arab 
developing countries. Although the Kuwaiti Government is not 
now allocating new money to the Fund, the Fund has sufficient 
reserves and income from investments to support centinuing 
annual outlays in the range of $300 million. 


PART B: THE PETROLEUM SECTOR 


Production, Exports, and Revenues: Kuwait’s proven oil 
reserves, estimated at over 90 billion barrels, are second only 
to those of Saudi Arabia and possibly Iraq. At current 
production levels, these reserves will last for more than 200 
years. All petroleum exploration, production, refining, and 
marketing is carried out by the government-owned Kuwait 
Petroleum Corporation (KPC) and its subsidiaries. 
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Before the August 1986 OPEC meeting at which member countries 
decided to return to production restraints to raise oil prices, 
Kuwait’s crude output had reached 2 million b/d for a short 
period. Kuwait’s current OPEC production quota is 996,000 b/d. 
Although oil production statistics have not been published since 
mid-1986, industry publications report that Kuwaiti production 
averaged about 1.1 million b/d in 1987, and has been hovering 
around 1 million b/d so far in 1988. These figures do not 
include Kuwait’s share of production from the Neutral or Divided 
Zone (which averages about 200,000 b/d). Kuwait maintains that 
Neutral Zone production does not fall under the country’s OPEC 
quota since revenue from most of this oil is allocated to Iraq. 


As well as crude oil, Kuwait exports refined product from its 
three domestic refineries. They have a nominal capacity of 
570,000 b/d, but actual throughput in 1986-87 reached 582,400 
b/d. Since local consumption of refined product averages about 
70,000 b/d, Kuwait’s exports have in the last couple of years 
been divided more or less evenly between crude oil and product. 
About 250,000 b/d of product (either refined locally or in one 
of Kuwait’s two European refineries) is distributed through 
KPC’s "Q-8" chain of wholesale distributors and gas stations in 
Europe. Japan and other Far East countries are Kuwait’s 
principal crude customers. Kuwait’s oil exports to the United 
States are negligible. KPC also exports about 2 million metric 
tons per year of liquefied petroleum gas (LPG) from its Mina 
Al-Ahmadi gas plant, mainly to Turkey and Japan. 


Since February 1987 the official OPEC sales price for Kuwait 
Export Crude (Kuwait’s only crude export, a blend of crudes from 
various fields), pegged to the organization’s $18 per barrel 
target, has been $16.67 per barrel. In fact, however, the price 
at which Kuwait has been able to sell its crude has usually been 
lower. Refined products and LPG, which are not covered by OPEC 
pricing guidelines, are sold at market rates. Oil export 
revenues in 1987 totalled $7.5 billion, an increase of over $1.1 
billion over the 1986 total. 


Domestic Developments: In 1986-87 KPC continued its search for 
nonassociated gas by drilling deep exploratory wells in several 
areas of the country. The company also continued to develop the 
Marrat and Minagish reservoirs, which contain a light, 
high-quality crude. Up to now almost all the country’s wells 
have operated with natural water drive, but KPC is now planning 
an experimental water-injection project in the immense Burgan 
field and is evaluating a pilot steam-injection project in 
northern Kuwait. 
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The projected completion date for the upgrade of the Mina 
Abdulla refinery, originally built in 1963 by Aminoil, has been 
pushed back to mid-1989; the project will bring this refinery’s 
capacity to 200,000 b/d and allow Kuwait to increase its 
production of valuable light-end products. Kuwait’s domestic 
refinery capacity will then stand at 700,000 b/d; its two 
European refineries have a total capacity of 135,000 b/d. 


Foreign Developments: Kuwait is the only oil-producing nation 
to own its own retail sales and distribution network in a major 
market. Kuwait Petroleum International (KPI), KPC’s European 
subsidiary, was founded in 1983 with the purchase of 3000 Gulf 
Oil gas stations; the company now operates a total of over 4800 
gas stations in the Benelux countries, Italy, Great Britain, 
Denmark, and Sweden. In Denmark, for example, it holds a share 
of 25 percent of the retail gasoline market. «Almost all of 
KPI’s outlets now operate under its Europe-wide "Q-8" logo. The 
Kuwait Oil Tanker Company’s two "Very Large Product Carriers" 
(Very Large Crude Carriers modified to carry product), the only 
ships in the world of their type, supply Kuwaiti refined product 
to KPI’s downstream network through the company’s Rotterdam 
loading terminal. 


Marine Transport: Kuwait relies more heavily than many 
oil-producing nations on tankers, since the country has no 
oil-export pipeline. In early 1987, after a dramatic increase 
in the number of [ranian attacks on tankers in trade with 
Kuwait, the Kuwaiti Government requested permission to 
reregister some of the Kuwait Oil Tanker Company’s 21 tankers in 
the United States. On July 21 the ULCC "Bridgeton" was 
reflagged; the 11th and final ship, the VLPC "Middletown", 
raised the American flag on October 26. These ships, like all 


American-flag ships, receive protection from the U.S. Navy while 
in the Gulf. 


Reflecting Kuwait’s increasing concentration on export of 
refined products, KOTC officials recently contracted for the 
construction of six new product tankers, four of 35,000 
deadweight tons (dwt) and two at 120,000 dwt. 


PART C: IMPLICATIONS FOR U.S. BUSINESS 


Commercial Outlook: Measures adopted by the Kuwaiti Government 
in recent years to stabilize oil prices and resolve the banking 
sector’s bad-debt crisis caused by the Souk Al-Manakh stock 
market crash are taking effect. Several years of deficit 
spending have also contributed to moderate growth in the economy 
during 1987. This growth should continue in 1988. Economic 
growth combined with the decline in the value of the U.S. dollar 
vis-a-vis major European currencies and the Japanese yen should 
enhance the export position of the United States. 
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When the Gulf War ends, the traditional reexport markets to Iran 
and Iraq should revive with strong demand for consumer products 
and priority goods to rebuild damaged infrastructure. Initial 
foreign-exchange shortages in both countries can be ameliorated 
by Kuwaiti businessmen and financial institutions ready to help 
finance a reexport boom. 


Development Spending: Government spending is still the major 
engine of domestic business activity. Figures for the 1988-89 
budget have not as yet been disclosed. However, government 
cfficials reaffirm that development spending will be maintained 
at high levels, with the focus on social welfare projects with a 
high local content of goods and services. Spending will target 
essential services in the areas of housing, road construction, 
public utilities, education, telecommunications and m2dical 
care. Though spending will be well below past boom-year levels, 
there will be sufficient project variety and volume to attract 
international contractors, consultants and suppliers. 


Major Projects: A complete list of all major-project activity 
in Kuwait can be obtained from the Commercial Section at the 
U.S. Embassy in Kuwait or from the respective desk officers at 
the Departments of State and Commerce. Projects now planned or 
under way include the Amiri Diwan, Council of Ministers offices, 
office of the Crown Prince; an oil-center complex; Kuwait 
University expansion; and the Sabiya power station, with eight 
300-megawatt generators. 


U.S. Market Position: The Kuwaiti market will remain thin and 
highly competitive, in line with the state of the economy. 
However, U.S. market share should show some improvement as the 
impact of the U.S. dollar’s decline works its way through the 
international economy. In 1987 U.S. exports to Kuwait declined 
a dramatic 23 percent to $504.6 million (U.S. Department of 
Commerce statistics), while Central Bank statistics show total 
Kuwaiti imports declining 10.2 percent. Partner-country data 
show Japanese, German and British exports declined as well. 
Traditional U.S. export strength has been in automobiles, trucks 
and spare parts; commercial aircraft; air conditioning and 
refrigeration equipment; industrial machinery including oil- and 
gas-field equipment and services; and consumer goods. The U.S. 
position remained relatively strong even with an -overvalued 
dollar. With its decline, the demand for U.S. products is 
increasing again. In the automotive sector the U.S. share will 
grow from 22 percent in 1986 to an estimated 34 percent (of 
31,000 private passengers cars) in 1988. 


Prospects for U.S. Business: The highly competitive local 
market is causing more and more Kuwaiti traders to look to the 
United States instead of to traditional European or Japanese 
suppliers. But U.S. firms must still offer competitive prices 
and good service. U.S. firms should do well in areas where U.S. 
products and services have a technological edge and where U.S. 
expertise and brand names are respected. 
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In addition to the traditional exports listed above, prospects 
are good for electrical power generation and distribution 
equipment; telecommunications, computer hardware and software 
products; security systems; medical equipment; fashion apparel; 
foodstuffs; and other consumer products. Additional areas of 
interest include equipment and services in specialized fields 
such as waste treatment, environmental protection, and 
alternative energy. 


Arab Boycott Complications: Kuwaiti adherence to the Arab 
League boycott of Israel may prevent some U.S. firms from doing 
business in Kuwait. Some companies are already blacklisted. 
Others cannot bid on Kuwaiti Government tenders if under 
investigation by boycott authorities, but their goods may still 
be marketed through nontender sales. At times U.S. firms may be 
caught between conflicting requirements of Kuwaiti and U.S. 
boycott regulations. Some of these conflicts can be resolved, 
others remain insoluble. 


U.S. firms encounter Kuwaiti Boycott procedures in certificates 
of origin, letters of credit, shipping documents, certain tender 
and contract provisions, and in requests from the Kuwait Boycott 
Office to furnish information about the firm’s business 
relationships. Generally, the receipt of a request to 
participate in a restrictive trade practice or boycott must be 
reported to the U.S. Department of Commerce, although there are 
some exceptions. For more information on the exceptions and 
answers to questions about boycott regulations or problems, U.S. 
firms should contact the Office of Antiboycott Compliance, 
International Trade Administration, U.S. Department of Commerce, 
Washington, D.C., 20230. 


Getting Into the Market: To penetrate the Kuwaiti market, a 
local agent or representative is usually required under Kuwaiti 
law. In any case local representation is essential for timely 
notification of major projects and tenders, and to maintain 
contact with ministry officials and decision-makers. Use of the 
Department of Commerce’s Agent Distributor Service (ADS) is an 
excellent and inexpensive tool to establish initial contact with 
potential agents or distributors (more information on this 
service can be obtained from the nearest Department of Commerce 
US&FCS district office). However, the U.S. businessman who 
makes periodic trips to Kuwait will be the most successful. The 
importance of direct contacts and personal relationships with 
Kuwaiti counterparts cannot be overemphasized. 


Joint ventures with Kuwaiti firms are the best means for 
competing successfully on major-project work. In addition, 
numerous private-sector Kuwaitis have expressed interest in 
establishing joint ventures and/or licensing arrangements to 
produce goods locally to replace those which are now imported. 
Proposals range from the manufacture of breakfast cereals to 
chemical catalysts for the oil-refining industry. 
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Advantages which can accrue to such ventures are management 
control, limited liability for the partners, and shelter from 
Kuwaiti corporate taxes. Joint venture arrangements are 
generally flexible enough to assure a generous apportionment of 
profits, which is not necessarily based on ownership percentage. 


Commercial Contacts: 


o For general market information: 


Tom Sams B. Paul Scogna 

Desk Officer, Kuwait Commercial Attache 

U.S. Department of Commerce American Embassy, Kuwait 
Room H-2039 c/o Department of State 
Washington, D.C. 20230 Washington, D.C. 20520-6200 
Tel: (202) 377-4441 Tel: Kuwait 242-4192 


o For upcoming trade promotion events (trade missions, catalog 
shows, etc.): 


Alan Sterling 

Regional Export Development Officer 
Department of Commerce 

Room H-1510 

Washington, D.C. 20230 

Tel: (202) 377-1209 


o For current status of any major project: 


Kamal Zaher, Commercial Specialist 
American Embassy Kuwait 

Department of State 

Washington, D.C. 20520-6200 

Tel: Kuwait 242-4151, Ext. 266 




















International Trade Administration/US&FCS District Offices 





ALABAMA 


*Birmingham—Rm. 302, 2015 2nd Ave. North, 


Berry Bldg., 35203 (205) 731-1331 


ALASKA 

Anchorage—701 C St., P.O. Box 32, 99513, 
(907) 271-5041 

ARIZONA 

Phoenix—Federal Bldg. & U.S. Courthouse, 
230 North Ist Ave., Rm. 3412, 85025, (602) 
261-3285 

ARKANSAS 

Little Rock—Suite 811, Savers Fed. Bldg., 
320 W. Capitol Ave., 72201, (501) 378-5794 
CALIFORNIA 

Los Angeles—Rm. 800, 11777 San Vicente 
Bivd., 90049, (213) 209-6707 

Santa Ana—116-A W. 4th St., Suite #1, 
92701, (714) 836-2461 

San Diego—6363 Greenwich Dr., 92122, 
(619) 557-5395 

* San Francisco—Fed. Bidg., Box 36013, 450 
Golden Gate Ave., 94102, (415) 556-5860 
COLORADO 

* Denver—Rm. 119, U.S. Customhouse, 
721-19th St., 80202, (303) 844-3246 
CONNECTICUT 

* Hartford--Rm. 610-B, Fed. Office Bldg., 
450 Main St., 06103, (203) 249-3530 
DELAWARE 

Serviced by Philadelphia District Office 
DISTRICT OF COLUMBIA 

¢ Washington, D.C.—(Baltimore, Md. Dis- 
trict) Rm. 1066 HCHB, Department of Com- 
merce, 14th St. & Constitution Ave., N.W. 
20230, (202) 377-3181 

FLORIDA 

Miami—Suite 224, Fed. Bldg., 51 S.W. First 
Ave., 33130, (305) 536-5267 

© Clearwater—128 North Osceola Ave. 33515, 
(813) 461-0011 

e Jacksonville—3100 University Blvd. South, 
32216, (904) 791-2796 


¢ Orlando—75 East Ivanhoe Blvd., 32804, 
(305) 425-1234 

¢ Tallahassee—Collins Bldg., Rm. 401, 107 
W. Gaines St., 32304, (904) 488-6469 
GEORGIA 

Atlanta—Suite 504, 1365 Peachtree St., N.E., 
30309, (404) 347-4872 

Savannah—120 Barnard St., A-107, 31402, 
(912) 944-4204 

HAWAII 

Honolulu—4106 Fed. Bidg., P.O. Box 50026, 
300 Ala Moana Blvd., 96850, (808) 541-1782 
IDAHO 

¢ Boise—(Denver, Colorado District) State- 
house, Room 113, 83720, (208) 334-9254 
ILLINOIS 

Chicago—1406 Mid Continental Plaza Bidg., 
55 East Monroe St., 60603, (312) 353-4450 

¢ Palatine—W.R. Harper College, Algonquin 
& Roselle Rd., 60067, (312) 397-3000, x-532 

© Rockford—515 North Court St., P.O. Box 
1747, 61110-0247, (815) 987-8100 

INDIANA 

Indianapolis—357 U.S. Courthouse & Fed. 
Office Bldg., 46 East Ohio St., 46204, (317) 
269-6214 
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IOWA 

Des Moines—817 Fed. Bldg., 210 Walnut 
St., 50309, (515) 284-4222 

KANSAS 

¢ Wichita—(Kansas City, Missouri District) 
River Park Pl., Suite 565, 727 North Waco, 
67203, (316) 269-6160 

KENTUCKY 

Louisville—Rm. 636B, U.S. Post Office and 
Courthouse Bldg., 40202, (502) 582-5066 
LOUISIANA 

New Orleans—432 World Trade Center, No. 2 
Canal St., 70130, (504) 589-6546 

MAINE 

« Augusta—(Boston, Massachusetts Dis- 
trict) | Memorial Circle, Casco Bank Blidg., 
04330, (207) 622-8249 

MARYLAND 

Baltimore—415 U.S. Customhouse, Gay and 
Lombard Sts., 21202, (301) 962-3560 
MASSACHUSETTS 

Boston—World Trade Center, Suite 307 
Commonwealth Pier Area, 02210, (617) 
565-8563 

MICHIGAN 

Detroit—1140 McNamara Bldg., 477 Michi- 
gan Ave., 48226, (313) 226-3650 

¢ Grand Rapids—300 Monroe N.W., Rm. 409, 
49503, (616) 456-2411 

MINNESOTA 

Minneapolis—108 Fed. Bldg., 110 S. 4th St., 
55401. (612) 348-1638 

MISSISSIPPI 

Jackson—328 Jackson Mall Office Center, 
300 Woodrow Wilson Blvd., 39213, (601) 
965-4388 


MISSOURI 


*St. Louis—7911 Forsyth Blvd., Suite 610, 


63105, (314) 425-3302-4 


Kansas City—Rm. 635, 601 East 12th St., 


64106, (816) 426-3141 

MONTANA 

Serviced by Denver District Office 
NEBRASKA 

Omaha—11133 “O” St., 68137, (402) 221- 
3664 

NEVADA 

RKeno—1755 E. Plumb Ln., #152, 89502, (702) 
784-5203 

NEW HAMPSHIRE 

Serviced by Boston District Office 

NEW JERSFY 

* Trenton—3131 Princeton Pike Bldg. 6, 
Suite 100, 08648, (609) 989-2100 

NEW MEXICO 

Albuquerque—517 Gold, S.W., Suite 4303, 
87102, (505) 766-2386 
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¢ Rochester—121 East Ave., 14604, (716) 


263-6480 _. is 
New YorKiBe id 90 26 Fed. Plaza, 


Rm. 3718, Foley 10278, (212) 264-0634 


—.-WODTL CADOI a 


PURGUE UDIVERSIN.-GALUMET 50x 


195) 33 ——-_ 
ORCA PLDTANA 


Serviced by Omaha District Office 


¢ DENOTES TRADE SPECIALIST AT A BRANCH OFFICE 
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OHIO 

* Cincinnati—9504 Fed. Office Bidg., 550 
Main St., 45202, (513) 684-2944 
Cleveland—Rm. 600, 666 Euclid Ave., 44114 
(216) 522-4750 


OKLAHOMA 

Oklahoma City—5S Broadway Executive Park, 
Suite 200, 6601 Broadway Extension, 73116, 
(405) 231-5302 

¢ Tulsa—440 S. Houston St., 74127, (918) 
581-7650 


OREGON 

Portland—Rm. 618, 1220 S.W. 3rd Ave., 
97204, (503) 221-3001 

PENNSYLVANIA 

Philadelphia—9448 Fed. Bldg., 600 Arch 
St., 19106 (215) 597-2866 

Pittsburgh—2002 Fed. Bldg., 1000 Liberty 
Ave., 15222, (412) 644-2850 

PUERTO RICO 

San Juan (Hato Rey}—Rm. 659-Fed. Bldg., 
00918, (809) 753-4555 

RHODE ISLAND 

¢ Providence—(Boston, Massachusetts Dis- 
trict) 7 Jackson Walkway, 02903, (401) 
528-5104, ext. 22 


SOUTH CAROLINA 

Columbia—Strom Thurmond Fed. Bldg., 
Suite 172, 1835 Assembly St., 29201 (803) 
765-5345 

¢ Charleston—17 Lockwood Dr., 29401, (803) 
724-4361 

SOUTH DAKOTA 

Serviced by Omaha District Office 


TENNESSEE 

Nashville—Suite 1114, Parkway Towers, 404 
James Robertson Parkway, 37219-1505, 
(615) 736-5161 

*Memphis—555 Beale St., 38103, (901) 
521-4137 

TEXAS 

* Dallas—Rm. 7A5, 1100 Commerce St., 
75242, (214) 767-0542 

¢ Austin— P.O. Box 12728, Capitol Station, 
78711, (12) 472-5059 

Houston—2625 Fed. Courthouse, 515 Rusk 
St., 77002, (713) 229-2578 

UTAH 

alt Lake City—Rm. 340 U.S. Courthouse, 
350 S. Main St., 84101, (801) 524-5116 
VERMONT 

Serviced by Boston District Office 
VIRGINIA 

Richmond—8010 Fed. Bldg., 400 North 8th 
St., 23240, (804) 771-2246 

WASHINGTON 

Seattle—3131 Elliott Ave., Suite 290, 98121, 
(206) 442-5616 

¢Spokane—P.O. Box 2170, 99210, (509) 
456-4557 

WEST VIRGINIA 

Charleston—3309 Fed. Bldg., 500 Quarrier 
St.. 25301, (304) 347-5123 

WISCONSIN 

Milwaukee—Fed. Bldg., U.S. Courthouse, 
517 E. Wisc. Ave., 53202, (414) 291-3473 
WYOMING 

Serviced by Denver District Office 
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